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SUBJECT: Enpl oyer Public School Math or Science Teachers Credit/Open Enrol | nent
Cl asses Credit

DEPARTMENT TECHNICAL AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of
X bill asintroduced January 28, 1998.

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
X introduced January 28, 1998.

X FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED January 28, 1998, STILL APPLIES.
OTHER - See comments bel ow.

SUWARY OF BILL

Under the Personal Income Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would authorize a credit to taxpayers equal to 50% of the
qual i fied expenses paid or incurred during the taxable or incone year in
connection with lending a qualified enployee to a public school, as defined, for
t he purpose of teaching math or science.

Under the PITL and the B&CTL, this bill would authorize a credit to taxpayers
equal to 50% of qualified expenses paid or incurred during a taxable or incone
year in connection with allowing a public school teacher to attend an enpl oyer-
sponsored education class by using an open enroll nment space.

These credits will be discussed separately in this analysis.

SUWWARY OF AMENDMENT

The March 4, 1998, amendment redefined “public school”; specified a percentage
for the amount for both credits; and nmade technical corrections suggested by the
depart nent .

Except for these changes, the departnent's prior analysis still applies. The
i npl enmentati on concerns are restated as follows and a new revenue estimate is
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included to reflect the redefinition of "public school” and the specified
per cent age.

LENDI NG QUALI FI ED EMPLOYEE TO TEACH MATH AND SCl ENCE

| npl erent ati on Consi derations

For this bill to carry out the sponsor’s intent that enployees “teach” high
school and comunity col |l ege students, not just serve as guest speakers, and
for the departnent to effectively inplement this credit, definitions are
needed for: *“teaching,” “lending,” “preparation tine,” “enploynent
specialty,” and “math and science” (i.e., the kind of math or science).

Further definition is needed for “qualified expenses” and “qualified
enpl oyee” (i.e., would the enpl oyee also need to be a credential ed teacher).

The departnent would have difficulty verifying that the credit requirenents

have been nmet. One solution would be to require the school to verify to the
taxpayer, in witing, the date and tinme spent by the taxpayer’s enployee for
“teaching math or science” in the school. The taxpayer would provide a copy
to the FTB upon request.

The departnent would have difficulty verifying preparation tine.

PUBLI C SCHOOL TEACHER TO ATTEND EMPLOYER- SPONSORED EDUCATI ON CLASS BY USI NG AN
OPEN ENROLLMENT SPACE

| npl enent ati on Consi derations

In order for the departnent to effectively inplenment this portion of the
bill, definitions are needed for: “public school teacher,” *“enployer-
sponsored education class” and “open enroll nent space.”

Further definition is needed as to what itens would constitute “qualified
expenses” (i.e., transportation, travel tinme, parking, teaching supplies,
class materials, equipnent, etc.).

The departnent would have difficulty verifying that the credit requirenents
have been net.

FI SCAL | MPACT

Tax Revenue Esti mate

Based on data and assunptions di scussed bel ow, revenue | osses fromthis
proposal are estimated to be as foll ows:
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Esti mat ed Revenue |npact of AB 1713
Taxabl e/ I ncome Years After 12/31/98 Through

1/ 1/ 2004
Fi scal Years 19987 99 1999/ 00 2000/ 01
TOTALS (m nor) (1) (1)
(Rounded)

Note: M nor neans | ess than $250, 000;

Any possi bl e changes in enpl oynent, personal incone, or gross state product
that mght result fromthis nmeasure are not taken into account.

Tax Revenue Di scussi on

A) Loaned Enpl oyee Credit:

Revenue | osses woul d depend on the nunber of enpl oyees |oaned to California
public high schools or community coll eges for teaching math or sciences, the
anmount of total expenses incurred by enployers, and their respective incone
tax liabilities. This estimate was based on avail able information
pertaining to math and science teachers in California public high schools or
comunity coll eges.

According to the California Departnent of Education, the nunber of math
and science teachers in California public high schools (grades 9-12) was
nearly 12,800 in full-tinme equivalents (FTE) during the school year

1996/ 97. These schools project the need for an additional 1,300 math and
sci ence teachers.

Public community coll eges had about 4,000 math and sciences teachers in
t he 1996/ 97 school year, as estimated by the Community Col | eges
Chancellor’s Ofice, and they need approxi mately 400 additional teachers
for these cl asses.

It was assuned that |oaned enpl oyees would constitute approximately 1.5%
of the classroom hours corresponding to this public school demand (41, 600
hours, equivalent to approximately 27 FTE positions), and that school
districts would allow these individuals to assist credential ed teachers
in short-termclass instruction

Total qualified enployer expenses for these enployees are projected to be
nearly $2 nmillion (based on average yearly salary of $50,000 and $15, 000
of additional enployer expenses, such as fringe benefits, payroll taxes
and ot her costs).

At a 50%tax credit, the order of magnitude would be m nor | osses (Iless
t han $250,000) in the first year expanding to nearly $1 mllion by
2000/01. This estimate allows for an incentive effect.

B) Empl oyer-sponsored Cl asses Credit:

Revenue | osses woul d depend on the nunber of open-spaces in enpl oyer-
sponsored educational classes filled by California public school teachers
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(including part-tine) during a school year, the enployers’ expenses and
their respective incone tax liabilities.

This estimate was based on assunptions regarding overall participation rates
for full-time and part-tine teachers in California public high schools
(grades 9-12) and community colleges. In addition, qualified “classes” are
understood to be regul ar classroom settings during working hours - not
speci al banquets, conferences, and the I|ike.

It was assuned that 1% of all, not just math and science, teachers (over
2,800) would be able to use open spaces in enpl oyer-sponsored cl asses during
a school year for an average expense per attendee of $150.

Revenue | osses froma 50%credit are projected to be insignificant (less
t han $100,000) in the first fiscal year (shorter period) and minor in the
foll ow ng years.

The deduction of fset was considered for both credit estimates.



